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Solutions of Question 1
A)
	[bookmark: _Hlk50292061][bookmark: _Hlk50287654]1
	Direct Labour
	£1.35

	2
	Direct Materials
	£1.75

	3
	Other Direct costs
	£0.40

	4
	Variable cost
	£3.50

	5
	Fixed cost £180,000/90,000
	£2.00

	6
	Cost per unit Sandals
	£5.50

	7
	Selling price of Sandals
	£5.75



For the purpose of calculating the BEP, it is necessary to calculate the Contribution Margin Ratio.
Contribution Margin R = (5.75 – 3.50) / £5.75 = £2.25/5.75 = 0.39 per pound
Based on this ratio, the following will be the BEP for revenue:
 BEP = £180,000/0.39 = £461,538.46
As the question says 90,000 units sold by £5.75 each = £517,500 Total revenue if all of the 90,000 units are sold.
[bookmark: _Hlk50286327]This means that only when the revenue reaches the amount of £ 461,538.46, the company will start making a profit. 
Which means: £461,538.46 / £5.75 = 80,267.56 units for the break – even point
B) Profit = 517,500 – 461,538.46 = £55,961.54
C)
	After changes have been calculated
	£

	Direct Labour £1,35 + £0.05
	£1.40

	Direct Materials £1.75+ £0.15
	£1.90 

	Other Direct costs (no changes)
	£0.40 

	Total of Variable cost per unit
	£3.70

	Fixed cost per unit 192,500/94,500
	£2.04

	Cost per unit of Sandals
	£5.74

	Selling price of Sandals
	£6.00




Increasing of the sales with 5% means, 90,000 x 5% = £4,500 
So, this is:  90,000 + 4,500 = 94,500 units to be sold after improvement of the output and advertisement.
The fixed cots will be £180,000 + £12,500, which estimate at £192,500
Break-even point will be calculated by using CM Ratio (Contribution Margin Ratio)
[bookmark: _Hlk50302052]CM Ratio per unit = Selling price – variable cost/selling price = £6.00 – 3.70/£6.00 = £2.30/£6.00 = 0.38 per pound
[bookmark: _Hlk50288194]Then the new BEP for revenue will estimate at £192,500/0.38 = £506,578.95
We need £506,578.95 for the break – even point
As we counted the new plan of sales is 94,500 units by £6.00 each, so £567,000 - £506,578 = £60,422(possible profit)
Then the break – even point for units will estimate at: £506,578.95 / £6.00 = 84,429.825 units
In a conclusion Possible Profit 567,000 – £506,578 = £60422 is more than the previous profit, but there is not any guarantee that the expected number of 94,500 units will all be sold. 

D)  The limitations of BEP analysis can be the following:
- Depending on the sales – they may be less than expected
- Also, the variable costs may change, which will influence the cost of the output.
- Those businesses which have different outputs may get not very trustable information, for which they cannot make realistic assumptions. 






Answering to Question 2

A) The management accounting aims to help managers by preparing data base that could assist them when planning future operations, as well as to help them when controlling the business operations or need to do important decisions. Management department could need information based on which to plan future investments. Managers will need these figures also, if they need to make actions for increasing of the operational efficiency of the company. The management accounting serves internal managerial needs, while the financial accounting is more detailed and concerns the financial statements from which will be done the tax due calculations.


B) [bookmark: _Hlk50304699]The managing accountant have the duty to provide financial and statistical information to the department of management when required by them or ate the times when the Trial balance is being done. These statements are purposed to help managers when doing their day to day decisions, which includes reports about sales revenues for specific period of time; statements showing the state of the company’s account receivable and account payable, statements showing the available cash of the company, etc. The information needed for the preparing of these statements can be found in the Statement of Financial Position, that is why this is the most popular statement that is being issued to inform the management, and is usually prepared for the managers only. The Statement of Financial Position can be prepared for a period of time different from the balance sheet, and the Income statements. To be able to prepare a Statement of Financial Position, the accountant needs adjusted Trial balance, but it could be special order, which will require additional information.
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